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ECONOMIC INDIcators! 
Income & Production 


(in LE millions) (in $ millions) 


1978 1979 1979 
GNP (market prices) 9,644 12,426 17,769 
GDP (market prices) 9,157 11,587 16,569 


GDP (factor cost) 8,383 - 11,048 15,799 


GDP Per Capita 


Population (Millions) 
labor force 


Money & Prices (in LE millions) 


Jan-Apr 
1978 1979 1980 


Money Supply 5,903 


Bank Credit to Public Sector (gross), 10,509 
ef which public sector deposits (3,491) 


Bank Credit to the Private Sector 1,198 
and Cooperatives 


Net Foreign Assets -1,518 


Price Indices2 (per cent change during period) 


Wholesale 
Retail 


teor converting items from LE into $, the unified rate of exchange 
(LE 1 = $1.43) is used for all transactions. 


The price indices represent the official Government of Egypt market 
basket, which is heavily weighted with subsidized items. Thus, 
inflationary pressures are stronger than reflected here. 
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Balance of Payments (In $ millions) 


Projection? 


1978 1980 


Exports 1,984 3,800 
Petroleum (net) (2,500) 
Cotton (400) 
Cotton yarn and textiles (300) 


Imports -7,900 
(from U.S.) 

Trade Balance -4,100 

Services Receipts 4,800 
Tourism (650) 
Suez Canal (650) 
Remittances (2,750) 
Investment Income (350) 


Services Payments -1,500 
Investment Income (600) 


Private Transfers (net) 50 
Current Account Deficit. 

Official Transfers 

Inflow of non-monetary capital (net) 


Basic Balance 


Public Finances (in LE millions) 


Projection? 


1979 1980 
Revenue 4,008 5,050 


Expenditure 7,935 
Emergency Fund Deficit -0- 
Total Deficit 
Financing 

External, net 


Domestic non-bank 
Banking system 


3projections done by Embassy. 


4according to original Egyptian Government budget for 1980. 


(Sources: Central Bank of Egypt, IMF and World Bank) 





SUMMARY 


The chief event of the last six months was President 
Sadat's cabinet reshuffle and governmental reorganization, 
announced May 14. The changes marked a notable shift in 
Egyptian Government priorities toward domestic affairs in 
general, and economic problems of the masses in particular. 
Under the reorganization, President Sadat has himself assumed 
the role of Prime Minister while appointing six new Deputy 
Prime Ministers to oversee governmental functions. Two 
Deputy Prime Ministers were appointed to fill the chief 
economic positions: Dr. Abdel Razzak Abdel Meguid, the 
former Minister of Planning, as Deputy Prime Minister for 
the economic and financial sector; and Ahmed Ezz El Din 
Hilal, former Minister of Petroleum, as Deputy Prime Minister 
for the production sector. 


By assuming the responsibilities of Prime Minister, 
President Sadat has signalled his intention to play a more 
active role in steering the course of economic reconstruction 
and development. New economic policies -- which have been 
enunciated frequently in various public fora both by President 
Sadat and his deputies -- are directed primarily toward im- 
proving patterns of income distribution by raising the wages 
of fixed income groups and freezing or reducing prices on 
the bulk of products consumed by lower income groups. 
Egyptian officials have promised that the prices of the 
seven basic subsidized commodities -- notably bread and 
butane gas -- will not be touched. 


Achieving these ends is likely to place greater strains 
on domestic resources, which in turn will induce a higher 
level of Egyptian pound (LE) expenditures and a probable 
widening of the budget deficit once public sector investment 
outlays are factored in. In 1979, more than half of the over- 
all deficit had to be bank-financed, which by itself contri- 
buted to a roughly 30 percent annual increase in the money 
supply -- the chief direct cause of inflationary pressures in 
Egypt. Many observers believe that if the Government is to 
tackle the root causes of inflation, major changes in the 
structure of public finances will be required. 


On the external side, the balance of payments continues 
to show remarkable strength, led by the increase in export 
earnings from petroleum. The net contribution of the petroleum 
sector to the balance of payments exceeded $1.5 billion, add- 
ing considerably to total current foreign exchange receipts, 
which reached close to $7 billion for 1979. Available indi- 
cators for the first few months of 1980 suggest that the 
current account deficit has been further narrowed as a re- 
sult of even larger revenues from petroleum ($1.3 billion in 
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net revenues for the first 6 months) and a continued rise 

in receipts from services. Capital inflows for 1980 -- 
mostly from foreign assistance and foreign private invest- 
ment -- are projected to exceed $2 billion and should enable 
Egypt to continue the accumulation of foreign exchange re- 
serves in the Central Bank which began late in 1979. 


The Open Door policy and Law 43 remain central to the 
Egyptian Government's attempts to attract foreign and private 
participation in Egypt's development. The dominant role, 
however, is likely to continue to be reserved for the public 
sector for some time. Public and private sector investment 
expenditure reached an estimated 26 percent of GDP in 1979, 
compared to only 15 percent before the Open Door policy was 
initiated. Government investment priorities in the next 
few years are expected to focus on housing and public utili- 
ties; food security; and infrastructure. The private sector 
is expected to play a major role in housing and construction; 
agriculture and agro-industries; and light manufacturing. 
Total investment for 1980/81 is projected at L.E. 4 billion, 
with the public sector contributing L.E. 3.2 billion -- to 
be funneled through the newly created National Investment 
Bank. The private sector is expected to contribute just over 
L.E. 800 million. 


U.S. companies can look forward to continued favorable 
prospects for sales of goods and services through private 
contacts or under U.S. assistance programs (AID), as the U.S. 
is expected to retain its position as Egypt's principal 
trading partner. U.S. exports to Egypt reached $1.4 billion 
in 1979 and are expected to rise still further in 1980. 


CURRENT SITUATION 


The chief factors dominating the Egyptian economic scene 
during the early months of 1980 were the continuation of high 
domestic inflation, leading in particular to escalating prices 
on food and beverage items, and continued improvements in the 
overall balance of payments attributable to a shrinking 
current account deficit. Regarding domestic economic pro- 
blems, some Egyptian officials had expressed concern that 
with the signing of the peace treaty with Israel a full year 
old, economic benefits from the peace agreement were diffi- 
cult to discern. President Sadat himself had expressed 
disappointment over the slow pace of economic reconstruction, 
and therefore decided to assume the role of Prime Minister and | 
increase his direct involvement in steering the course of Egyptian 
economic development. 


President Sadat also introduced some structural changes 
in the Government's economic leadership -- streamlining at 
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the top and decentralizing at the lower levels. The top 
economic positions were filled by the former Minister of 
Planning Dr. Abdel Razzak Abdel Meguid, who is the new 

Deputy Prime Minister for the economic and financial sector 
(which also includes planning, supply, tourism and civil 
aviation) and the former Minister of Petroleum Ahmed Ezz El 
Din Hilal, who is the new Deputy Prime Minister for production 
(which includes petroleum, communications and transportation, 
agriculture and industry). At the lower levels of adminis- 
tration, each of Egypt's 26 governorates is to assume more 
responsibility for the managing of its political and economic 
affairs, including the allocation of investment resources 

from the annual budget as well as the generation of new 
sources of capital for longer-term development projects that 
would be co-financed by Egypt's newly-created National Develop- 
ment Bank. 


Chief among the new Government's economic objectives is 
improving patterns of income distribution and achieving 
greater social equity through raising the wages of fixed 
income groups and freezing prices on the commodities consumed 
by those in lower income brackets. Toward these ends, in May, 
the Egyptian Government announced the following measures: 

(1) increase in the minimum wage for the public and private 
sectors from L.E. 16 to L.E. 20 per month; (2) cancellation 
of all taxes that had been paid by citizens for defense and 
national security; (3) revision of the public sector wage 
scale to allow for higher salaries to be paid for university 


graduates (Law 83); (4) reduction to the consumer in electricity 
rates; (5) reduction in the prices of roughly 300 commodities 
produced by public sector companies; and (6) increase in the 
selling prices paid to farmers on certain agricultural commodi- 
ties. 


The Egyptian Government also signalled its intention to 
broaden the use of economic tools beyond fiscal policy (i.-e., 
the budget) with a view to solving the problems of the masses 
and achieving greater social equity. Other recent measures 
have included: a revision in the customs tariff structure, which 
reduced duties on many consumer items and restructured rates 
to stimulate investment; "rationalizing" the own exchange im- 
port system by directing funds through the domestic banking 
system and raising the costs associated with importation of 
luxury items; mobilizing the resources of the domestic banking 
system for longer term uses by requiring that 15 percent of 
foreign currency deposits be placed in interest-bearing accounts 
in the Central Bank; and raising the interest rate on Egyptian 
pound (LE) deposits to mobilize more domestic savings. 


While observers have expressed a variety of opinions with 
respect to the effectiveness .of these measures, it is too early 
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to assess their likely cumulative impact in achieving the 
Government's desired objectives. It can safely be stated, 
however, that problems of lower income consumers are fore- 
most in the minds of the Egyptian leadership and if these 
measures are not successful, new ones will be sought to treat 
the effects of the perceived economic ills. 


Normalization. Following the termination of Egypt's 
participation in the Arab League boycott of Israel in early 
1980, negotiations were initiated on the normalization of 
economic and commercial relations between the two countries. 
In early May, bilateral agreements covering trade and air 
transportation were signed. The two governments also signed 
memoranda of understanding on telecommunications, tourism, 
agriculture and civil aviation. While these agreements have 
laid the basis for initiating ties in a wide range of economic 
fields, actual transactions and economic exchanges have been 
limited to date. 


Egyptian exports of crude oil to Israel (40,000 barrels 
per day) constitute the principal trade link, and the regular 
flights between Tel Aviv and Cairo by El Al and the Egyptian 
carrier Nefertiti (operating at near full capacity) have 
promoted personal as well as business exchanges. Prospects 
for expanded economic ties remain limited for a number of 
reasons, including a reluctance on the part of many Egyptians 
to move forward on normalization in the absence of discernible 
and sustained progress toward a comprehensive peace settlement. 


Balance of Payments. Led by increases in foreign ex- 
change earnings from petroleum and worker remittances, Egypt's 
balance of payments continues to show steady improvement. The 
current account deficit in 1979 was less than $1.3 billion 
for the second year in a row. Capital inflows more than off- 
set the current account deficit and enabled Egypt to show a 
small accumulation in official foreign exchange reserves. 


In 1980, foreign exchange earnings from exports of goods 
and services are projected to reach $8.6 billion, about 25 
percent higher than 1979. Net revenues from petroleum should 
reach at least $2.5 billion -- based on average production of 
585,000 barrels per day (b/d), about 40 percent of which 
represents the Government's share in terms of export earnings. 
Exports of raw cotton should bring at least another $400 million 
while cotton yarn and textile exports should reach $300 million. 


The balance of payments shows the greatest strength on 
the services account. Services receipts totalled roughly 
$4.1 billion in 1979, and are projected to reach $4.8 billion 
in 1980. Revenues from tourism and the Suez Canal should each 
fall between $600-700 million in 1980. Worker remittances -- 
Egypt's single largest foreign exchange earner -- should reach 


~ 
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at least $2.7 billion, compared to $2.2 billion in 1979. As 
indicated in previous reports, remittances come into Egypt 
in two forms: cash transfers through the unified exchange 
market to any one of the four public sector commercial banks, 
where they are converted from foreign currencies to Egyptian 
pounds, or imported goods brought in through the own exchange 
market -- the system introduced in 1974 whereby Egyptians 
are able to use foreign currencies earned or held abroad to 
finance the purchase of goods for importation into Egypt. 

In 1979, own exchange imports accounted for 60 percent of 
total remittances, with cash conversions accounting for the 
balance. 


Assuming real growth of about 5 percent, commodity im- 
ports should reach about $7.9 billion. Assuming services 
payments show about the same growth and reach their projected 
level of $1.5 billion, Egypt's current account deficit should 
drop to well below $1 billion and could disappear altogether 
if there are further significant increases in petroleum pro- 
duction or international crude-oil prices. 


There has also been considerable improvement on the 
capital account owing to increased utilization of official 
project and commodity loan disbursements and inflows of 
foreign private capital. In 1979, net inflows on these 
accounts exceeded $1.5 billion and, with other sources of 
financing, enabled Egypt to run a modest balance of payments 
surplus. The higher utilization of official and largely 
concessional aid -- as opposed to short-term supplier credits 
and banking facilities -- has enabled Egypt to develop a more 
balanced debt maturity structure. Total (non-military) debt 
at the end of 1979 was estimated at about $13 billion (ex- 
cluding Arab deposit liabilities), with less than 20 percent 
on commercial terms. In 1979, debt service on medium and 
long-term debt was reduced to just under 15 percent of earn- 
ings on goods and services. 


Economic Reforms. Notwithstanding the improvements in 
the performance of the economy during the latter half of the 
1970's, Egypt is still beset by problems of cost-price dis- 
tortions and intensification of already heavy inflationary 
pressures. Cost-price distortions relate primarily to the 
pricing policies of public sector companies -- where selling 
prices do not reflect the real economic costs of inputs -- 
and to continuing heavy government subsidization of the seven 
basic commodities (wheat, flour, sugar, rice, edible oil, tea 
and butane gas) which represent the bulk of expenditures of 
lower income groups. 


Over the last few years, public sector companies have 
gradually been subject to administrative decontrol with 
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managers obtaining greater authority to adjust the prices 

of their output to meet rising costs. Whereas in 1975 roughly 
half the total value of industrial output was subject to 
centralized price control at the cabinet level, by 1979 only 
about one-third was controlled. Early in 1980, the Egyptian 
Government decided to accelerate the process of administrative 
price decontrol and managers were given still greater price- 
making authority. By late April, however, Egyptian Govern- 
ment officials concluded they were moving too quickly, as the 
public manifested sensitivity to price increases. In May and 
June, the Government announced price freezes or reductions on 
about 300 items produced by public sector companies. This 
move may prove to be temporary, since Egyptian officials re- 
main aware of the importance for the economy of placing the 
‘public sector on a more economical basis. But the pace of so 
doing can be expected to be affected by political considera- 
tions and perceptions of public sensitivities. 


In the context of the new economic policies announced in 
May and June relating to wages and prices, the new Egyptian 
economic leadership indicated that for the new fiscal year 
beginning July 1, there would be no increases in the prices 
of the basic subsidized commodities. In the new budget, the 
difference between domestic selling prices and actual import 
costs (or domestic production costs) has widened to L.E. 1.55 
billion ($2.2 billion) and is equivalent to slightly more than 
half of the total (projected) budget deficit. Egyptian authori- 
ties regard these expenditures as essential to the preservation 
of a reasonable degree of social equity, although their lack 
of targeting enables the vast majority of consumers to benefit 
from them and strains the Government's resources still further. 


Despite some recent attempts at increasing domestic re- 
source mobilization, the structure of public finances remains 
basically unchanged (expenditures tend to be price elastic 
while revenues are not), making Egyptian Government accounts 
vulnerable to inflation. Outlays still grow more rapidly than 
domestic revenues, which forces the Government to borrow from 
the domestic banking system. This phenomenon has been a major 
factor in acceleration of monetary expansion -- the root cause 
of inflation in Egypt. 


To reduce inflationary pressures, the Government has relied 
on a number of monetary measures in trying to reduce consumption. 
Of these measures, over the last 6 months, the Government has 
had the most success in raising interest rates on domestic 
savings and closing the gap between these rates and those 
available on foreign currency deposits held in Egypt or abroad. In 
the first half of 1980, the Central Bank twice introduced across 
the board interest rate increases on Egyptian pound savings, 
which coincided with a fall in Eurocurrency deposit rates on 
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U.S. dollars (the principal currency for foreign savings in 
Egypt), bringing them to the same level. This movement has 
helped increase domestic savings while reducing the incentive 
to shift savings into hard currencies. Differentials between 
Egyptian pound and U.S. dollar interest rates remain important 
since they affect decisions on whether to convert dollars into 
pounds, which in turn affects overall foreign exchange availa- 
bilities in the domestic banking system. 


The drop in Eurocurrency rates on dollars, coinciding with 
other recent Egyptian Government actions to strengthen the 
pound, has helped to bring about a reduction in the spread be- 
tween unified market (L.E. 1 = $1.43) and free currency (L.E. 1 
$1.30) exchange rates. Recent Government measures that have 
helped strengthen the Egyptian pound have included: abolishing 
Decree 600 -- under which certain customs duties were collected 
in foreign exchange instead of Egyptian pounds; abolishing 
the practice of some public sector companies of selling their 
goods domestically for foreign exchange; and requiring that 
on Egyptian pound loans secured with foreign currency deposits, 
borrowers pay at least the same rate of interest as the foreign 
currency asset is earning. 


The fall in the Egyptian pound/U.S. dollar rate in the 
free market since its peak in April (L.E. 1 = $1.18) has weak- 
ened the case for exchange rate adjustment. But the underlying 
erosion in the Egyptian pound value due to a high domestic 
rate of inflation will remain a factor in the continued spread 
between the unified and free market rates. In sum, a multiple 
exchange structure continues to operate with a growing share 
of transactions taking place at a negotiated rate between the 
buyer and the seller of foreign exchange. This structure en- 
compasses the financing of imports through the "own exchange" 
system (roughly one-fifth of all imports in 1979), conversion 
of worker remittances from foreign into local currency, and 
some tourist transactions. 


Investment. Continuation of the "Open Door" policy remains 
central to Government efforts to modify existing economic 
policies so as to promote a more efficient system of resource 
allocation. While a dominant share of economic activity can 
be expected to be retained for the public sector, the Open Door 
policy, Law 43 and subsequent amendments to it continue to en- 
courage private sector initiative and attract foreign resources 
and technology. By encouraging the formation of joint ventures 
which qualify for Law 43 benefits, the Government has continued 
its emphasis on gradually pushing public sector companies into 
the private sector. 


Along with economic liberalization, institutional decentral- 
ization has also occurred since January 1979, when each of 
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Egypt's 26 governorates began to be assigned greater responsi- 
bility for the management of its political and economic affairs. 
In furtherance of decentralization, the governorates have 
been allocated a greater share of investment resources -- 

L.E. 282 million in the 1980/81 budget compared to L.E. 20 
million in the 1979 budget. Similarly, the newly-created 
National Development Bank (NDB) is to have affiliates or 
branches in each of the governorates to assist in project 
identification, feasibility studies and the generation of 
local sources of finance to match those available from the 
.NDB itself. 


The Government has also continued its attempts to shift 
domestic resources from consumption to investment. By 1979, 
gross investment accounted for almost 28 percent of gross 
domestic product (at market prices), up from 16 percent in 1974, 
This reflects a drop from 1978, however, when gross investment 
was slightly in excess of 30 percent of GDP. Of gross fixed 
investment, the public sector accounted for about 85 percent 
with the private sector accounting for about 15 percent. 


In late 1979, Egypt introduced a new Five Year Plan to 
begin in 1980. The plan anticipates total investments of 
L.E. 20 billion, with public sector investment rising from 
L.E. 3.1 billion in 1980 to L.E. 5 billion by 1984. For the 
private sector, investment is expected to rise from L.E. 800 
million in 1980 to over L.E. 1 billion by 1984. Long-term 
planning estimates are frequently revised, however, as full 


‘agreement on priorities within the Government is often lacking. 
The annual investment plan remains the key to resource 
allocations as they are made. 


In the 1980/81 budget, public sector investment -- to be 
channeled through the newly-created National Investment Bank -- 
will be directed toward three main areas: housing, reconstruction 
and public utilities (21 percent); agriculture and food security 
(20 percent); and communications and transportation (17 percent). 
Specific priorities include: completing the infrastructure of 
Egypt's new satellite cities; improving productivity of old 
lands; increasing production of meat, fish and poultry; com- 
pleting new power stations and enhancing existing ones; ex- 
panding railroads and service; and laying 43,000 additional 
communications lines. Private sector investment in 1980/81 
to be directed toward housing and construction, agriculture 
and agro-industries, and light manufacturing. 


Apart from the. increase in private sector resources going 
toward investment, the private sector plays a dominant role 
in consumption, on which private sector expenditures currently 
exceed those of the public sector (including subsidies) by a 
4:1 margin. Total expenditure on consumption by the private 
sector in 1979 (L.E. 7.8 billion) was more than ten times 
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greater than private sector expenditure on investment -- a 
trend which has caught the eye of the Government. 


Looking at these trends, critics of the "Open Door" policy 
have charged that the "own exchange" market has contributed 
to conspicuous consumption by flooding the market with consumer 
goods. While in absolute terms, the value of consumer durable 
imports brought in through the own exchange system has in- 
creased considerably, Ministry of Trade data on this market 
indicate that imports of consumer durables have never accounted 
for more than 10-12 percent of total own exchange imports. Im- 
ports of raw materials, intermediate and capital goods through the 
own exchange system -- one valid indicator of trends in private 
sector investment -- account for more than 70 percent of own 
exchange imports. A recent governmental decree (#15/July 7, 
1980) set higher deposit requirements for the private sector 
for opening letters of credit against imports of consumer dura- 
bles, a move which the Government hopes will direct additional 
private sector’ resources toward investment. 


Law 43 also created an Investment Authority to approve 
projects and help develop the private sector. By the end of 
1979, the Investment Authority had approved a total of 1,046 
projects with a total capital valued at L.E. 2.7 billion. Most 
of these (75 percent) have had some element of foreign partici- 
pation, with Arab partners accounting for the largest share (16 
percent). The Egyptian share in the total capital is 55 percent. 
The U.S. and European Community account for about one-fifth of 
the foreign share. 


The U.S.AID program also has a range of activities aimed 
at assisting the Egyptian Government in its efforts to stimulate 
private investment -- both foreign and Egyptian. Credit facili- 
ties have been provided to the Development Industrial Bank to 
provide capital to private investors. USAID has contributed 
to the Egyptian Private Investment Encouragement Fund, which 
will work with existing public and private sector banks in the 
joint financing of medium-sized projects. USAID funds have 
also been used to finance the importation of raw materials and 
intermediate goods for the private sector. In addition, a 
private sector feasibility studies fund has been established 
by USAID to share the costs associated with pre-investment 
studies. Finally, assistance is being provided by USAID to 
the Investment Authority in the development of a program for 
investor information services. 


These and other measures reflect the Egyptian Government's 
attempts to move the structure of capital toward more equity 
financing, and less bank financing. To accelerate this pro- 
cess, the tax structure will have to be changed and other legis- 
lation introduced. Toward this end, in late December 1979, 
President Sadat signed a decree creating a Capita! Markets 
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Authority to help in the creation and regulation of a capital 
market in Egypt. The Board has been named and a Consultative 
Committee has been formed to advise the Board on the execution 
of its functions. Plans are underway to get Egypt's money 
market off the ground and strengthen the mobilization of domes- 
tic resources for investment. 


IMPLICATIONS FOR U.S. BUSINESS 


Egypt continues to offer many favorable opportunities for 
U.S. suppliers. Egyptian imports of goods and services exceeded 
‘$8 billion in 1979 and will probably exceed $9 billion in 1980. 
Of commodity imports estimated at $6.9 billion in 1979, U.S. 
suppliers provided just over $1.4 billion, or roughly 20 percent 
of the market. USAID-financed items represented about half of 
these. In 1980, U.S. exports to Egypt are projected to rise 
still further and may reach $1.8 billion. Egyptian exports to 
the U.S., which consist primarily of petroleum, reached $350 
million in 1979. Available data from the first few months of 
1980 suggest that this figure may double in 1980. 


For both public and private buyers, foreign exchange availa- 
bility is no longer a significant constraint. Since October 1979, 
the Central Bank of Egypt -- which supplies the bulk of the 
public sector's foreign exchange needs out of receipts from 
petroleum, cotton and the Suez Canal -- has been accumulating 
foreign exchange reserves steadily. Similarly, foreign exchange 
availabilities in the commercial banking system are believed to 
have climbed as high as $4 billion. 


The increase in foreign exchange available to the private 
sector and the dramatic increase in imports through the own 
exchange system have given rise to concern among Egyptian 
officials that the private sector may be growing too quickly. 

The Government expects Decree #15 (see above) to limit growth 

in private sector importing (by eliminating the use of open 
accounts by non-Law 43 companies and limiting the use of supplier 
credits), and shift own exchange import patterns away from 
consumption. Notwithstanding the new import regulations, Egypt's 
propensity to import remains high in the aftermath of nearly two 
decades of tight exchange controls and insufficient foreign 
exchange to meet both public and private sector demands. 


Prospects for sales of goods and services remain very 
favorable in the following areas: construction and mining; 
electrical power and distribution; agriculture and agrc-business; 
communications; computers; and tourism. The construction sector 
is expected to remain one of the most active throughout the 
early 1980's, reflecting the ambitious targets contained in the 
new Five Year Plan. In 1979 alone, building permits were issued 
for 92 hotels and housing starts were increased by 30 percent. 
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The Government has plans to build several new cities in the 
desert areas and numerous low to medium cost housing projects 
in other locations to relieve the current housing REATERER 
estimated by the Government at 1.2 million units. 


The rise in world crude oil prices during 1979 has in- 
creased the importance of the petroleum sector to the Egyptian 
economy, bringing with it exploration, development, production 
and marketing opportunities for U.S. and other international 
oil firms. New bid offerings have been issued for the Sinai 
Peninsula and the Western Desert and relinquished areas in the 
Gulf of Suez are continually being picked up, often by smaller 
exploration companies. Concession agreements signed in 1979 
and 1980 to date alone call for exploration expenditures of 
approximately $650 million. U.S. firms will account for a 
large share of these outlays and are expected to retain their 
dominant share of foreign participation in the petroleum in- 
dustry. 


The large USAID program in Egypt provides substantial 
opportunities for financing of U.S. goods and services, as 
virtually all AID programs are restricted to U.S. source pro- 
curement. In 1980 USAID will obligate $850 million in new 
programs and another $750 million for 1981 is currently under 
consideration by the U.S. Congress. USAID programs span a wide 
range of sectors including power generation and distribution; 
transportation; communications; housing and urban development; 
agriculture; public health and family planning. It is antici- 


pated that in 1981, new areas of emphasis in the USAID program 
will include improvement of Egypt's overall irrigation system; 
basic education programs; transportation improvements; and 
urban renewal and development in Egypt's provincial cities. 
Opportunities for the supply of goods and services under the 
AID program are contained in the Commerce Business Daily or in 
AID procurement notices. 


On investment, Law 43 and its amendments remain central to 
attempts to increase the private sector's share in investment 
activity and attract foreign participation. Incentives to Law ° 
43 investors include remittance of profits through the own 
exchange market; tax holidays for 5 years or more; and certain 
customs exemptions. Notwithstanding these benefits, Law 43 
companies have faced difficulties in a number of areas including 
market shares and pricing policies of public sector firms in 
Similar or competing industries; interpretation of customs laws 
or procedures; and infrastructural problems relating to power 
shortages and inadequate communications facilities. 


Aware of these problems, the Investment Authority, in July, 
sponsored a two-day symposium to give investors a chance to 
discuss difficulties they had encountered. Six commissions were 
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formed to follow up on these problems and make recommendations 
regarding needed legal and procedural changes. Additionally, 
the Investment Authority expects to have its new investors 
services unit off the ground shortly to facilitate procedures 
and communicate with relevant government agencies on behalf 
of private sector investors. The Government expects that 
these measures will streamline the investment process and 
reduce existing impediments to inflows of foreign and private 
capital. 


*% U. S. GOVERNMENT PRINTING OFFICE : 1980—341-007/320 





LOOKING FOR A GOOD 


market 


research 
tool 


INDEX TO FOREIGN MARKET REPORTS 
can be such a tool. Published by the U.S. 
Department of Commerce, it lists a wide 
variety of documents containing a wealth of 
information for the overseas marketer. The 
index catalogs spot news and timely surveys 
of industrial, community, commercial, or 
economic conditions in more than 100 coun- 
tries. 

Included is all in-depth market research 
performed by Commerce's Export Develop- 
ment offices in support of the Department's 
trade promotion programs. 

About 50 reports, sent to Washington by 
U.S. Embassies and Consulates abroad, 
are received and indexed each month. 


Annual subscription for 12 issues of the 
FMR Index is $10. Subscribers to the Index 
will be charged between $2 and $10 for 
documents depending on their length. 


For additional information 
or to subscribe, write 


National Technical Information Service 
U.S. Department of Commerce 
5285 Port Royal Road, 


Springfield, Virginia 22161 
Telephone: (703) 487-4630 


or your nearest 
U.S. Department of 
Commerce District Office 


or 

International Trade Administration 
Export Communications—Room 4009 
Attn: FMR Index 

U.S. Department of Commerce 
Washington, D.C. 20230 

Telephone: (202) 377-2373 
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